State of South Dakota
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50810588
HOUSE BILL No. 1224

Introduced by: Representatives Bartling, Deadrick (Thomas), Juhnke, Olson (Mdl), and
Peterson (Bill) and Senators Nachtigal, Koetzle, and Symens

FOR AN ACT ENTITLED, An Act to revise the exemptions for the regulation of business
opportunities.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF SOUTH DAKOTA:

Section 1. That § 37-25A-3 be amended to read as follows:

37-25A-3. The following business opportunities are exempt from 88 37-25A-7 to

37-25A-24, inclusve:

() Any offer or sale of a business opportunity for which the immediate cash payment
made by the purchaser for any business opportunity is at least twenty-five thousand
dollars if the immediate cash payment does not exceed twenty percent of the
purchaser's net worth as determined exclusive of principal resdence, furnishings
therein, and automobiles. However, the director of the Divison of Securitiesmay, by
rulesadopted pursuant to chapter 1-26, withdraw or further condition the availability
of this exemption;

(2) Any offer or sale of a business opportunity for which the purchaser is required to

make a payment to the seller or a person recommended by the seller not to exceed
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two hundred fifty dollars during the period from any time before commencing
operation to within sx months after commencing operation of the business
opportunity;

Any offer or saleof abusinessopportunity if the seler hasanet worth of not lessthan
one million dollars as determined by the sdler's most recent audited financial
statement, prepared within thirteen monthsof thefirst offeringinthisstate. Net worth
may be determined on aconsolidated basisif the sdller isat |east eighty percent owned
by one person and that person expressy guaranteesthe obligations of the seller with
regard to the offer or saleof any businessopportunity claimed to be exempt under this

subdivison. The director may, by rules adopted pursuant to chapter 1-26, withdraw

or further condition the availability of this exemption;

—5)—Any offer or sale of abusinessopportunity if the purchaser isabank, savingsand loan

association, trust company, insurance company, credit union, or investment company
as defined by the Investment Company Act of 1940, pension or profit sharing trust,
or other financial ingtitution or ingtitutional buyer or a dealer registered pursuant to

chapter 47-31A, if the purchaser is acting for itself or in afiduciary capacity;

6)(5) Any offer or sale of a business opportunity which is defined as a franchise in

subdivison 37-25A-1(4) if the sdller ddliversto each purchaser at the earlier of the

first personal meeting, or ten business days prior to the earlier of the execution by a
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purchaser of any contract or agreement imposing a binding legal obligation on the
purchaser or the payment by a purchaser of any consideration in connection with the
offer or sale of the business opportunity, a uniform franchise offering circular
prepared in accordance with the guidelinesadopted by the North American Securities
Adminigtrators Association, Inc., as amended through September 21, 1983, and
registered with the division of securities pursuant to chapter 37-5A;

A(6) Any offer or sale of a busness opportunity for which the cash payment made by a
purchaser for any business opportunity does not exceed five hundred dollars and the
payment is made for the not-for-profit sale of sales demonstration equipment,
material, or samples, or the payment is made for product inventory sold to the
purchaser at a bona fide wholesale price;

8)(7) Any offer or sale of a business opportunity which the director exempts by order or a
class of business opportunities which the director exempts by rule upon the finding
that such exemption is not contrary to public interest and that registration is not

necessary or appropriate for the protection of purchasers.



